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COMMENTS AND IDEA EXCHANGE
JANE STRENCIWILK, CPA, Editor

The newspaper item reporting the crime ex
plained that no money had been lost, as the
sacks taken had contained only accounting data.

Rental Property Evaluation

As accountants, we frequently encounter the
situation where a personal residence is con
verted to rental property. We are concerned
with what valuation should be used for de
preciation on the income tax schedules. The
first question we consider—“Is fair market value
greater than cost plus improvements less casu
alty losses taken on prior years’ tax returns?”

Little, did I realize that this would affect
me or the company, whose accountant I am,
as we are located in Pittsburgh, Pennsylvania;
and the car had been held up in McKeesport,
Pennsylvania. When I received my bank re
conciliation for the month of December, a
printed notice was enclosed, telling about the
robbery and asking all depositors to double
check deposits made around that period.

If an appraisal report is given to you by your
client, you are in luck. Normally, however, you
find that an appraisal has not been made and
your client is reluctant to spend the necessary
funds to obtain one.

In reviewing the bank reconciliation, I dis
covered that a large deposit made by my com
pany had not been recorded on the statement,
even though I had received a deposit receipt
from the bank.

An easy way to check the valuation given
to you by your client, is to check the classified
section of a newspaper of the same date. By
looking under “Houses For Sale” in the area
of the property, you can determine the price
at which comparable houses are selling. You
will have some differential, but it should take
only a few calls on the listings to find similar
property. Check, too, under “Houses For Rent”
for rental prices on comparable houses in the
same neighborhood. Now divide the average
sales price by the average rent to obtain the
gross rent multiplier.

My phone call to the bank gave me the in
formation that the truck had picked up the
checks after the bank had made the deposit
receipt, and was delivering the accounting in
formation to the central office for further ac
counting procedure.
Now the unique accounting method I use
is as follows:—
As soon as checks are received, they are run
through our Xerox copier, making four copies.

Multiply the monthly rental of the house
converted by the gross rent multiplier to deter
mine if you are in the vicinity of the fair
market value given to you by your client.

This accomplishes the following:—
1. Enables deposits to be made immedi
ately.
2. Produces a copy of check that may
be given to anybody who is interested
in whether payment has been received.
3. Gives a copy to be placed in Accounts
Receivable, individual customer’s fold
er.
4. Makes a copy that may be placed with
customer’s statement for recording on
same.
5. Delivers a copy of check to be held
for one year for reference at any time.
6. Releases bookkeeper from the necessity
of copying discount information or in
voice data that customers have noted
on the check.

Example: Average sales price of houses with
three bedrooms in the neighborhood—
$15,000 Average rent— $ 125

$15,000: $125=120
The value of your client’s property should be
120 times the monthly rental.

$130 times 120 = $15,600

Carla Russell
Houston Chapter, ASWA
Time-Saving Idea

On December 21, 1965, the armored car of
one of our large banks, The Western Pennsylva
nia National Bank, was held up and all of
the canvas bags stolen and never recovered.
This was my employer’s bank.

It was simple to reconstruct the deposit in
question.
Martha J. Vandall
Pittsburgh Chapter, ASWA
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